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(1) The name of each payroll record 
unit for the coverage group; and 

(2) The title and business address of 
the official responsible for each payroll 
unit. 

(d) Unit numbers where contribution 
amounts are limited—for wages paid prior 
to 1987. An agreement, or modification 
of an agreement, may provide for the 
computation of contributions as pre-
scribed in § 404.1256 for some employees 
of a political subdivision. In this situa-
tion, SSA assigns special unit numbers 
to the political subdivision to identify 
those employees. SSA does not assign a 
special unit number to a political sub-
division in which the contributions for 
all employees are computed as pre-
scribed in § 404.1256. 

(e) Use. For wages paid prior to 1987, 
the employer shall show the appro-
priate SSA-issued identifying number, 
including any coverage group or pay-
roll record unit number, on records, re-
ports, returns, and claims to report 
wages, adjustments, and contributions. 

(Approved by the Office of Management and 
Budget under control number 0960–0425) 

[53 FR 32976, Aug. 29, 1988, as amended at 60 
FR 42433, Aug. 16, 1995; 64 FR 33016, June 21, 
1999; 66 FR 28836, May 25, 2001] 

WHAT RECORDS OF COVERAGE MUST BE 
KEPT 

§ 404.1225 Records—for wages paid 
prior to 1987. 

(a) Who keeps the records. Every State 
which enters into an agreement shall 
keep, or require the political subdivi-
sions whose employees are included 
under its agreement to keep, accurate 
records of all remuneration (whether in 
cash or in a medium other than cash) 
paid to employees performing services 
covered by that agreement. These 
records shall show for each employee: 

(1) The employee’s name, address, 
and Social Security number; 

(2) The total amount of remuneration 
(including any amount withheld as 
contributions or for any other reason) 
and the date the remuneration was 
paid and the period of services covered 
by the payment; 

(3) The amount of remuneration 
which constitutes wages (see § 404.1041 
for wages and §§ 404.1047–404.1059 for ex-
clusions from wages); and 

(4) The amount of the employee’s 
contribution, if any, withheld or col-
lected, and if collected at a time other 
than the time such payment was made, 
the date collected. If the total remu-
neration (paragraph (a)(2) of this sec-
tion) and the amount which is subject 
to contribution (paragraph (a)(3) of this 
section) are not equal, the reason shall 
be stated. 

The State shall keep copies of all re-
turns, reports, schedules, and state-
ments required by this subpart, copies 
of claims for refund or credit, and cop-
ies of documents about each adjust-
ment made under § 404.1265 or § 404.1271 
as part of its records. These records 
may be maintained by the State or, for 
employees of a political subdivision, by 
the political subdivision. Each State 
shall use forms and systems of ac-
counting as will enable the Commis-
sioner to determine whether the con-
tributions for which the State is liable 
are correctly figured and paid. 

(b) Place and period of time for keeping 
records. All records required by this 
section shall: 

(1) Be kept at one or more convenient 
and safe locations accessible to review-
ing personnel (see § 404.1232(a)); 

(2) Be available for inspection by re-
viewing personnel at any time; and 

(3) Be maintained for at least four 
years from the date of the event re-
corded. (This four-year requirement ap-
plies regardless of whether, in the 
meantime, the employing entity has 
been legally dissolved or, before April 
20, 1983, the agreement was terminated 
in its entirety or in part.) 

(Approved by the Office of Management and 
Budget under control number 0960–0425) 

[53 FR 32976, Aug. 29, 1988, as amended at 62 
FR 38451, July 18, 1997; 66 FR 28836, May 25, 
2001] 

REVIEW OF COMPLIANCE BY STATE WITH 
ITS AGREEMENT 

§ 404.1230 Onsite review program. 

To ensure that the services of em-
ployees covered by a State’s agreement 
are reported and that those employees 
receive Social Security credit for their 
covered earnings, we periodically re-
view the source records upon which a 
State’s contribution returns and wage 

VerDate Aug<31>2005 15:04 Jun 04, 2008 Jkt 214063 PO 00000 Frm 00334 Fmt 8010 Sfmt 8010 Y:\SGML\214063.XXX 214063eb
en

th
al

l o
n 

P
R

O
D

P
C

60
 w

ith
 C

F
R



325 

Social Security Administration § 404.1237 

reports are based. These reviews are de-
signed: 

(a) To measure the effectiveness of 
the State’s systems for ensuring that 
all wages for those employees covered 
by its agreement are reported and So-
cial Security contributions on those 
wages are paid; 

(b) To detect any misunderstanding 
of coverage or reporting errors and to 
advise the State of the corrective ac-
tion it must take; and 

(c) To find ways to improve a State’s 
recordkeeping and reporting operations 
for the mutual benefit of the State and 
SSA. 

§ 404.1231 Scope of review. 

The onsite review focuses on four 
areas: 

(a) State’s controls and record-
keeping—to assess a State’s systems 
for assuring timely receipt, correct-
ness, and completeness of wage reports 
and contribution returns; 

(b) Instruction, education, and guid-
ance a State provides local reporting 
officials—to assess a State’s systems 
for assuring on a continuing basis that 
all reporting officials and their staffs 
have the necessary instructions, guide-
lines, and training to meet the State’s 
coverage, reporting and recordkeeping 
requirements; 

(c) Compliance by reporting offi-
cials—to assess a State’s systems for 
assuring that the reporting officials in 
the State have adequate recordkeeping 
procedures, are properly applying the 
appropriate provisions of the State’s 
agreement, and are complying with re-
porting requirements; and 

(d) Quality control with prompt cor-
rective action—to assess a State’s sys-
tems for assuring that its reports and 
those of its political subdivisions are 
correct, for identifying the causes and 
extent of any deficiencies, and for 
promptly correcting these deficiencies. 

§ 404.1232 Conduct of review. 

(a) Generally, SSA staff personnel 
conduct the onsite review. Occasion-
ally, members of the Office of the In-
spector General may conduct or par-
ticipate in the review. 

(b) The review is done when consid-
ered necessary by SSA or, if prac-

ticable, in response to a State’s spe-
cific request for a review. 

(c) All pertinent source records pre-
pared by the State or its political sub-
divisions are reviewed, on site, to 
verify the wage reports and contribu-
tion returns. We may review with the 
appropriate employees in a subdivision 
those source records and how the infor-
mation is gathered, processed, and 
maintained. We notify the State’s So-
cial Security Administrator when we 
plan to make the review and request 
her or him to make the necessary ar-
rangements. 

(d) The review is a cooperative effort 
between SSA and the States to im-
prove the methods for reporting and 
maintaining wage data to carry out the 
provisions of the agreement. 

[53 FR 32976, Aug. 29, 1988, as amended at 62 
FR 38451, July 18, 1997] 

§ 404.1234 Reports of review’s findings. 
We provide the State Social Security 

Administrator with reports of the re-
view’s findings. These reports may con-
tain coverage questions which need de-
velopment and resolution and report-
ing errors or omissions for the State to 
correct promptly. These reports may 
also recommend actions the State can 
take to improve its information gath-
ering, recordkeeping, and wage report-
ing systems, and those of its political 
subdivisions. 

HOW TO REPORT WAGES AND CONTRIBU-
TIONS—FOR WAGES PAID PRIOR TO 
1987 

§ 404.1237 Wage reports and contribu-
tion returns—general—for wages 
paid prior to 1987. 

(a) Wage reports. Each State shall re-
port each year the wages paid each cov-
ered employee during that year. With 
the wage report the State shall also 
identify, as prescribed by SSA, each po-
litical subdivision by its assigned iden-
tification number and, where appro-
priate, any coverage group or payroll 
record unit number assigned. 

(b) Wage reports of remuneration for 
agricultural labor. A State may exclude 
from its agreement any services of em-
ployees the remuneration for which is 
not wages under section 209(h)(2) of the 
Act. Section 209(h)(2) excludes as wages 
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